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I  -  EXECUTIVE  SUMMARY 


On  March  13,  2007,  the  Controller  received  a  letter  from  the  Taxi  Commission  stating  its 
proposal  to  add  25  sedan  (CNG/Alternative  Fuel)  and  25  ramp  medallions  to  the 
existing  stock  of  1,381  medallions.  This  report  provides  the  Controller's 
recommendations  on  adjusting  industry  fees  and  fares  to  comply  with  Police  Code 
Section  1079,  which  requires  that  the  Controller  recommend  adjustments  to  the  mean 
gate  fee  cap,  and/or  in  rates  of  fare  for  taxicabs,  as  needed  to  maintain  the  income  of 
drivers  and  color  schemes. 

The  economy  continues  to  gradually  improve  and  is  positively  impacting  the  taxicab 
industry.  The  overall  performance  of  the  taxicab  industry  is  improving,  trending  back 
upward  and  nearing  levels  of  activity  observed  at  the  last  economic  peak  of  2000.  San 
Francisco's  population  and  employment  have  continuously  grown  from  a  low  point  in 
2003.  Tourism  has  grown  more  dramatically  since  2002,  and  has  contributed 
significantly  to  the  taxicab  industry's  recovery.  However,  a  more  limited  rebound  in 
business  travel,  and  an  increase  in  BART  ridership  to  San  Francisco  Airport,  have 
constrained  growth  in  demand  for  taxis.  At  present,  demand  factors  indicate  that  the 
market  might  support  a  small  increase  in  taxi  medallions  in  service. 
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Controller's  Recommendations 


GATE  CAP  &  FARE  INCREASES  necessary  to  maintain  income 

•  Based  on  the  proposed  3.6  percent  increase  in  ihe  supply  of  medallions,  fare 
cliarges  should  be  increased  from  $0.45  to  $0.50  per  mile,  in  order  to  maintain 
the  income  of  drivers  and  color  schemes  as  required  by  the  Police  Code. 

Table  A:  Recommended  Changes  on  Gate  Cap  &  Fares 


Difference 

Current  Recommended  ^ 
Rates  Rates  ° 

Gate  Cap 
Fares 

Flag  Drop 
Mileage 
Wait  Time 

Average  Fare  Scenarios 

Cross  City  Scenario  [1] 
%  Increase 
Downtown  Scenario  [2] 
%  Increase 
Short  Trip  Scenario  [3] 
%  Increase 
Airport  Scenario  [4] 
%  Increase 


$91.50 


$91.50    $0.00  0.00% 


$3.10 
$045 
$0.45 


0.00% 
0^  <lTTl%" 
$0.00  OW^ 


$16.15 
$10.75 
$5.80 
$35.50 


$17.35 
7.43% 

$11.45 
6.51% 
$6.00 
3.45% 

$38.95 
9.72% 


BART  Fare  Comparison 

Embarcadero  to  SFO  $5.15 

Civic  Center  to  SFO  $5.15 

16th  St.  Mission  to  SFO  $5.10 

24th  St.  Mission  to  SFO  $5.00 

[1]  Assumes  5  mile.  5  minute  wait  time.  The  average  fare. 

[2]  Assumes  3  mile.  3  minute  wait  time.  This  scenario  approximates  the  average  paratransitfare. 
[3]  Assumes  1  mile.  2  minute  wait  time.  A  short  fare 

[41  Average  fare  from  downtown.    ;   ■j.-  l.',.  
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Next  Steps 


Pursuant  to  Police  Code  Section  1079  (h),  "if  the  Taxi  Commission  or  the  Board  of 
Appeals  authorizes  the  issuance  of  any  additional  number  of  taxicab  permits  above  the 
1381  permits  authorized  to  be  issued  as  of  November  12,  2002,  the  Controller  shall 
transmit  to  the  Board  of  Supervisors  a  report  including  the  Controller's  recommendation 
for  an  adjustment  in  the  mean  gate  fee  cap  and/or  in  rates  of  fare  for  taxicabs  and/or  the 
institution  of  temporary  permit  lease  fee  controls,  necessary  to  maintain  income  of 
drivers  and  color  scheme  permit  holders,  and  proposed  legislation  instituting  such 
recommendations." 

At  this  time,  the  Controller's  next  Taxi  Industry  Report  is  scheduled  for  August  1^\  2008, 
at  which  time  we  will  again  propose  new  Gate  Fees  and  Fares  based  on  the  consumer 
price  index. 

II  -  INTRODUCTION 

This  report  provides  the  Controller's  recommendations  to  the  Taxi  Commission's 
proposed  increase  in  taxi  medallions.  The  central  purpose  of  this  report  is  to  adjust 
industry  fees  and  fares  to  comply  with  Police  Code  Section,  1079  which  requires  that 
the  Controller  recommend  adjustment  in  the  mean  gate  fee  cap  and/or  in  rates  of  fare 
for  taxicabs  as  needed  to  maintain  the  income  of  drivers  and  color  schemes. 

III  -  BACKGROUND 

The  San  Fraiicisco  Taxi  Industry  plays  a  significant  role  in  meeting  local  transportation 
needs,  by  providing  an  estimated  40,000  to  50,000  trips  per  day  to  local  patrons  and 
travelers.  This  compares  to  an  approximate  average  of  594,000  unlinked  MUNI 
passenger  daily  trips  and  a  weekday  count  of  40,000^  commuter  automobiles. 

The  industry  is  a  mix  of  five  main  players: 

(1)  The  public  who  uses  and  benefits  from  taxi  services, 

(2)  Drivers  who  provide  services, 

(3)  Medallion  permit  holders:  Roughly  one  driver  in  eight  is  a  medallion 
holder.  Another  447  medallions  are  owned  by  non-drivers  or  corporations 
that  obtained  permits  prior  to  the  driving  requirement  introduced  by 
Proposition  K  in  1978, 

(4)  Taxicab  operating  companies  that  provide  color  schemes,  dispatch,  taxis, 
and  maintenance  services  to  taxicabs,  and 

(5)  The  City  and  County  of  San  Francisco,  which  under  state  law  provides 
regulatory  oversight  of  the  industry. 

According  to  Police  Code  Section  1079  (d),  the  Taxi  Commission  shall  hold  hearings  to 
determine  public  convenience  and  necessity  pursuant  to  all  applications  for  the 
issuance  of  permits  to  operate  motor  vehicles  for  hire.  These  hearings  may  result  in 
determinations  to  increase  the  number  of  taxicab  medallions. 


^  Sources:  MTA  FY2006-07  Annual  Report  and  the  Metropolitan  Transportation  Commission. 
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Pursuant  to  Police  Code  Section  1079  (f),  prior  to  increasing  the  total  number  of 
authorized  permits,  the  Taxi  Commission  shall  notify  the  Controller  of  the  proposed 
increase  and  receive  from  the  Controller,  within  30  days  of  the  Controller's  receipt  of  the 
Taxi  Commission  notice,  a  report  including  the  Controller's  recommendation  for  an 
adjustment  in  the  mean  gate  fee  cap  and/or  in  rates  of  fare  for  taxicabs,  and/or  the 
institution  of  temporary  permit  lease  fee  controls,  necessary  to  maintain  the  income  of 
drivers  and  color  scheme  permit  holders.  On  March  13,  2007,  the  Controller  received  a 
letter  from  the  Taxi  Commission  stating  its  proposal  to  add  25  sedan  (CNG/Alternative 
Fuel)  and  25  ramp  medallions  to  the  existing  stock  of  1,381  medallions. 

San  Francisco  Fare  Rates 

The  City  has  provided  a  number  of  fare  adjustments  for  the  San  Francisco  taxicab 
industry  since  the  early  1990s.  These  changes  have  generally  followed  cost  of  living 
increases  and  regulatory  changes  that  increased  operating  costs. 

Table  B:  Recent  Taxicab  Rate  History 


Table  B:  Recent  Taxicab  Rate  History 


Effective 


Flag 


Mileage 


Waiting  Time    Avg.  Fare*    %  Change 


Controller's 
Recommendation 

November  2006 
July  2006 
January  2006 
January  2003 
June  2000 
January  1999 
June  1991 


$3.10  first 

$3.10  first 
$2.75  first 
$2.85  first 
$2.85  first 
$2.50  first 
$2.50  first 
$1 .70  first 


1/5  mile 

1/5  mile 
1/5  mile 
1/5  mile 
1/5  mile 
1/5  mile 
1/B  mile 
l/B  mile 


C§!50per1^^He> 

$0.45  per  1/5  mile 
$0.45  per  1/5  mile 
$0.45  per  1/5  mile 
$0.45  per  1/5  mile 
$0.40  per  1/5  mile 
$0.30  per  1/B  mile 
$0.30  per  1/6  mile 


$0.45  per  minute 

$0.45  per  minute 
$0.45  per  minute 
$0.45  per  minute 
$0.45  per  minute 
$0.40  per  minute 
$0,40  per  minute 
$0.30  per  minute 


2.2% 
-0.6% 
0.0% 
12.8% 
20.0% 
12.4% 


*  Average  fare  assumes  5  miles  with  5  minutes  of  wait  time. 
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Rates  of  Fare  in  Other  Jurisdictions 


For  comparative  purposes,  we  sampled  the  rates  of  other  regulated  jurisdictions  and 
found  that  San  Francisco  rates  are  higher  than  those  in  other  regions,  but  typical 
compared  to  other  Bay  Area  cities. 

Table  C:  Taxicab  Rates  -  Survey  of  Selected  iVIaior  Cities 


Survey  of  US  Cities:* 


Flag  Drop 

(initial  charge) 

Mileage 

(per  mile) 

Waiting  Time 

(per  minute) 

Comparative 
Trip  Cost  " 

$2.25  /  first  1/9  mile 
$2.50 /first  2/11  mile 

$2.50  /  no  distance 
$2.20 /  first  1/11  mile 

$2.00  /  no  distance 

$2.50 /first  1/10  mile 

$1.80 
$1.87 
$2.00 
$2.20 
$2.40 

$2.50 

$0.33 
$0.33 
$0.20 
$0.40 
$0.40 

$0.42 

$12.72 
$13.18 
$14.00 
$15.00 
$16.00 

$16.83 

$2.33 
$3.10  /  first  1/5  mile 

$0.77 

$2.13 
$2.25 

$0.12 

$0J5 
$0.45 

$0,10 

$14.62 
$16.15  — ' 

$1.53 

33.3% 

5.7% 

29.6% 

10.5% 

Chicago 
Houston 
New  York 
Los  Angeles 
Oakland 

San  Jose 

Comparison: 
Sample  Average 
San  Francisco  (10/2006 -current 

SF  Higher  /  (Lower).  $ 
SF  Higher /(Lower)  -  % 


*  Many  jurisdictions  have  surcharges  such  as  night  rates,  airport  fares,  additional  passengers,  temporary 
fuel  surcharges,  flat  fares  to  specific  destinations,  peak  fares,  senior  discounts,  etc.  not  included  in  comparisons. 
Other  jurisdictions  have  longer  average  trips  due  to  their  spatial  arrangement. 

**  Assumes  a  5  mile  trip  with  a  5  wait  time. 

Sources: 


Gate  Cap  Rates 

Beginning  in  1998,  the  City  put  a  cap  of  $83.50  on  average  gate  fee  charges  for  a  10- 
hour  shift;  the  fee  is  prorated  for  fewer  hours.  The  gate  fee  charge  is  charged  by  a 
taxicab  company  to  its  drivers  for  the  use  of  a  cab.  The  charge  represents  a  full  "gas 
and  gate",  meaning  use  of  the  color  scheme,  dispatch,  company  car  ownership, 
insurance  and  maintenance  cost,  or  a  portion  of  these  services. 

In  December  2002,  the  cap  was  raised  to  $91.50  (i.e.  $90.00  base  plus  $1.50  add-on 
for  Paratransit  funding)  providing  that  a  taxicab  operating  company  met  the  Police  Code 
1095(b)  reporting  requirements.  A  provision  was  included  in  the  Police  Code,  which 
allowed  for  the  sunset  of  the  higher  mean  gate  cap  if  certain  ordinances  addressing 
long-term  lease  fee  caps  and  driver  health  benefits  were  not  enacted  in  subsequent 
years.  The  deadline  for  enacting  these  ordinances  was  then  extended  by  the  Board  of 
Supervisors  per  Resolution  173-04  to  September  1,  2004.  Given  that  no  ordinances 
were  enacted  to  create  a  health  insurance  program  for  drivers,  and  that  no  further 
extensions  have  been  legislated,  the  higher  gate  cap  expired  and  reverted  to  $85.00 
(the  original  $83.50  gate  plus  $1.50  Paratransit  add-on)  on  September  1,  2004.  More 
recently.  Resolution  #605-06  raised  the  base  gate  cap  of  $85.00  to  $91.50  as  of 
November  1,  2006.  Paratransit  funding  was  not  considered  and  has  since  expired.  A 
summary  of  the  legislative  changes  are  provided  in  the  table  below  by  effective  date. 
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Table  D:  History  of  Gate  Cap  Rates 


Start  Date 

End  Date 

Gate  Cap 
Base 

Gate  Cap 
General 
Add-On 

Gate  Cap 
Paratransit 
Funding 
Add-On 

Total 
Gate 

Enacting  Legislation  &  Impact 

l-Nov-06 

$ 

91.50 

$  91 .50 

Resolution  #605-06 

1-Jul-06 

31-Oct-OB 

$ 

85.00 

i  85.00 

Sunset  of  Paratransit  provisions 

1-Jan-06 

30-Jun-06 

$ 

85.00 

$  85.00 

Ordinance  #118-06, 6-month  extension  to  paratransit 

2-Sep-04 

31-Dec-05 

$ 

85.00 

$  85.00 

Sunset  of  Gate  Cap  to  $85.00 

2-Mar-04 

1-Sep-04 

$ 

83.50 

$  6.50 

$  1.50 

$  91 .50 

Resolution  #173-04,  5-month  extension  of  gate  cap 

2-NOV-03 

1-Mar-04 

$ 

83.50 

$  6.50 

$  1.50 

$  91 .50 

Ordinance  #256-03, 4-month  extension  of  gate  cap 

2-Aug-03 

1-NOV-03 

$ 

83.50 

$  6.50 

$  1.50 

$  91.50 

Ordinance  ffi04-03, 3-month  extension  of  gate  cap 

4-Jan-03 

1-Aug-03 

% 

83.50 

$  6.50 

$  1.50 

$  91.50 

Ordinance  #228-02 

18-Jan-99 

3-Jan-03 

$ 

83.50 

$  83.50 

Ordinance  #362-98 

Updated  Taxi  Supply  &  Demand  Information 

Taxi  service  demand  factors  continue  to  show  evidence  of  a  recovery.  While  some 
demand  factors  still  fall  short  of  their  previous  peak  levels  attained  in  2000,  others  have 
recovered  fully,  and  now  exceed  their  2000  levels. 

Table  E:  Taxi  Industry  Demand  and  Supply  Growth:  2000  to  2007 


Market  Supply  &  Demand 


Compound 
Average 
Annual 
Growth  Since 
2000 


Simple 
Annual 
Average 
Growth  Since 
2000 


Total. 
Growth 
Since 
2000 


Taxi  Medallions  Issued 
or  Proposed 


Supply  Measures 

Total  Medallions 
Sedan  Medallions 
Ramp  Medallions 


Resident  Component  -  Demand  Measures 

Population  (Residential) 
MUNI  Passenger  Trips  (1000s) 

-  -    Paratransit  Trips 

Number  of  Registered  Vehicles 


0.5% 
0.3% 
4.2% 


0.5% 
-0.4% 
4.4% 
0.7% 


Business  &  Tourism  Component  -  Demand  Measures 

Employment  (All  Jobs  in  SF,  100s)  -1.8% 
SFIA  Enplaned  Passengers  (1000s)  -2.6% 
Occupied  Hotel  Room  Nights*  (1000s)  2.7% 


0.5% 
0.3% 
4.8% 


-0.4% 
5.0% 
0.7% 


-1 .7% 
-2.4% 
2.9% 


3.6% 
1.9% 
33.3% 


3.2% 
-2.7% 
35.0% 
4.7% 


-12.0% 
-17.1% 
20.4% 


Sources:  US  Bureau  of  Labor  Statistics;  PKF  Consulting;  SF  Municipal  Transportation  Authority;  S.F  Airport  Commission,  CA 
Employment  Development  Department. 
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Supply  Conditions 


Table  E  analyses  the  proposed  increase  In  medallions  from  the  total  current  number  of 
1,381  to  the  proposed  1,431.  The  50  proposed  medallions  represent  a  3.6  percent 
overall  increase  in  the  industry's  service  capacity.  Because  the  proposed  increase  in 
the  number  of  sedan  and  ramp  medallions  are  equal  at  25  each,  the  percent  increase  in 
service  capacity  differs  greatly:  the  proposed  increase  represents  a  33.3  percent 
increase  in  ramp  medallions,  but  only  a  modest  1.9  percent  increase  in  sedan 
medallions  since  2000. 


Figure  1.  Medallion  Count  by  Type 
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Demand  Conditions  Since  2000 

The  resident  population  in  San  Francisco  appears  to  be  increasing.  Since  2000,  the 
Department  of  Finance  reports  it  has  grown  by  3.2  percent,  or  by  approximately  by  0.5 
percent  per  year.  MUNI  trips  have  slightly  declined  over  the  same  period — a  cumulative 
negative  change  of  2.7  percent — ^while  vehicle  registrations  in  San  Francisco  have 
increased  by  4.7  percent. 


This  suggests  that  residents  may  be  substituting  away  from  mass  transit  and  into 
private  and  personal  transport  modes.  Paratransit  taxi  trips  sponsored  by  MUNI,  which 
exhibited  substantial  growth  in  the  early  2000s  before  a  rapid  decline  in  FY  2004-2005, 
appear  to  now  be  stabilizing.  Since  2000,  paratransit  trips  have  seen  a  35.0  percent 
cumulative  growth.  However,  as  important  as  paratransit  provisions  are  from  a  policy 
perspective,  the  number  of  paratransit  taxi  trips  is  very  small  in  comparison  to  the 
magnitude  of  the  rest  of  the  resident  component  factors  that  make  up  the  demand  for 
taxi  services. 
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Tourism  continues  to  show  strong  gains  in  visitor  counts  as  evidenced  by  the  strong 
growth  in  occupied  hotel  room  nights — a  total  growth  of  20.4  percent  since  2000.  But 
jobs  (-12  percent)  and  air  travel  (-17.1  percent)  are  still  below  levels  observed  during 
our  last  peak  in  2000. 

Another  demand  factor  that  continues  to  adversely  impact  taxi  ridership  is  BART  service 
to  and  from  the  San  Francisco  International  Airport.  The  average  BART  fare  from 
Downtown  to  the  Airport  is  between  $5.00  and  $5.15. 


Table  F.  BART  Ridership  to  the  Airport 


Average  Weekday 

SFO 
Station 

Passengers 
(1.000^ 

Exits  per 
Day 

Passenger 
Count  per 
Day 

% 

Change 

2003 

2.447 

3.399 

6,798 

!  2004 

2.220 

3.084 

6.168 

-9.27% 

2005 

2.524 

3,605 

7.010 

13.65% 

2G06* 

2.717 

3.773 

7,546 

7.65% 

*Estim8ited,  based  on  5  months  ot  actual  data  annualized. 
Source:  BART  Annual  Report,  2006. 


The  following  figure  clearly  illustrates  BART's  effect  on  taxi  pickups  at  the  airport. 


Figure  2.  Total  taxi  pickups 
at  SFO:  1994-2007E 
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A  continued  cumulative  recovery  in  taxicab  demand  factors  is  illustrated  in  Table  G 
below.  Assuming  that  most  taxi  fares  are  residents  of  the  city,  demand  may  now 
exceed  2000  levels  by  1.6  percent  in  2006  and  2.5  percent  in  2007.  If  we  assume  that 
the  majority  of  fares  are  non-residents,  demand  levels  for  taxi  services  are  likely  to  be 
near  parity  with  those  observed  in  2000— negative  1.4  percent  in  2006  and  0.0  percent 
in  2007.  Since  the  latter  assumption,  that  most  taxi  customers  are  non-residents,  is 
more  reasonable,  we  estimate  that  demand  is  likely  to  have  recovered  at  this  time,  but 
that  it  has  not  yet  exceeded  levels  observed  at  the  previous  peak  of  2000. 
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Table  G:  Estimated  Change  in  Demand  for  Taxi  Service 


2007  E 

2006  E 

2005 

2004 

2003 

2002 

2001 

2000 

Resident 

%  ofTotal 

Year-to-Year  Change 

30% 

CMP 

4.8% 

3.9% 

-0.9% 

-6.7% 

-5.2% 

26% 

40% 

1.3% 

2.8% 

4.2% 

3.3% 

-0.9% 

-5.6% 

-4.0% 

2.7% 

50% 

1.2% 

2.3% 

3.5% 

2.7% 

-0.9% 

-4.4% 

-2.9% 

27% 

60% 

1.1% 

1.9% 

2.8% 

2.1% 

-0.8% 

-3.2% 

-1.7% 

2.7% 

70% 

Coil) 

Ci4%> 

2.2% 

1.5% 

-0.8% 

-2.1% 

-0.5% 

2.7% 

Cumulative  From  2000  Base  Year 

30% 

-4.6% 

■  -8.9% 

-12.4% 

-11.5% 

-5.2% 

40% 

0.7% 

-0.6% 

-3.3% 

-7.2% 

-102% 

-9.4% 

-4  0% 

50% 

1.3% 

0.1% 

-2.1  % 

-5.4% 

-7.9% 

-7.1% 

-29% 

60% 

1.9% 

0.9% 

-1.0% 

-3.7% 

-5.7% 

-4,9% 

-1.7% 

70% 

C2£%) 

<J^6%> 

0.2% 

-1.9% 

-3.4% 

-2.6% 

-0.5% 

Projected  Changes  in  IVIarket  Conditions:  2006  to  2007 

Based  on  different  scenarios  in  Table  G  above  that  approximate  the  demand  for 
taxicabs  between  residents  and  outsiders  (business  and  tourist  fares),  we  estimate  a 
demand  increase  of  1.4  percent  to  3.3  percent  in  2006  from  2005  levels.  Based  on 
available  data  projections  for  2007,  we  project  moderate  growth  in  demand  of  1.0 
percent  to  1 .6  percent  over  2006  levels. 
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Table  H.  Projected  and  Recent  Supply  and  Demand  Conditions 


Year-to-Year  Change 

2007  E 

2006  E 

Taxi  Medallions  Issued  - 

Supply  Measures 

Total  Medallions 

\  0.0% 

Sedan  Medallions 

(  1.9% 

)  0.0% 

Ramp  Medallions 

/  0.0% 

Resident  Component  - 

Demand  Measures 

Population  (Residential) 

0.5% 

0.1% 

MUNI  Passenger  Trips 

-0.3% 

1.7% 

Paratransit  Trips 

2.8% 

-7.9% 

Number  of  Registered  Vehicles 

0.9% 

-2.7% 

Resident  Demand  Factor 

0.5%^ 

>  0.0% 

Business  &  Tourism  Component - 

Demand  Measures 

Employment  in  San  Francisco  MD* 

2.8% 

1 .9% 

SFIA  Enplaned  Passengers 

 1.4% 

Occupied  Hotel  Room  Nights** 

►  <ja3% 

Business  and  Tourism  Demand 

>  5.0% 

Factor 

Sources:  US  Bureau  of  Labor  Statistics;  PKF  Consulting;  SF  Municipal  Transportation  Authority; 
S.F  Airport  Commission,  CA  Employment  Development  Department. 

*  -  Metropolitan  division  data  was  used  instead  of  San  Francisco  county  data  because  more  recent 
totals  were  available  from  EDD. 

**  -  2007  estimate  was  estimated  from  2006  hotel  occupancy  rate  applied  to  total  2007  room 
supply. 

The  Controller's  overall  assessment  of  year-over-year  demand  is  that  a  slightly 
improving  resident  demand  of  0.5  percent  and  a  significant  increase  in  business  and 
tourism  demand  of  2.1  percent.  The  combined  effect  yields  an  overall  year-to-year 
increase  in  demand  factors  for  taxi  services  in  2007  over  2006. 

Operating  Company  Financials 

In  accordance  with  the  City  and  County  of  San  Francisco's  Police  Code  Article  16, 
Section  1095(b)  (Taxi  Regulations),  the  Controller  has  established  procedures  for  the 
periodic  filing  of  financial  information.  As  in  the  past,  the  Controller's  Office  uses  taxicab 
operating  company  financial  information  to  assess  the  overall  fiscal  health  of  taxicab 
operating  companies.  We  aggregate  the  numbers  to  ensure  that  each  operating 
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company's  particular  financial  information  remains  confidential.  The  results  of  our 
analysis  are  summarized  in  Table  I  on  page  13.^ 

In  June,  2006,  the  Controller,  with  the  assistance  of  the  Taxi  Commission,  requested  all 
34  taxicab  operating  companies  to  submit  detailed  financial  statements  of  their  most 
recently  completed  fiscal  year  to  the  Controller.  Sixteen  of  34  companies  provided 
financial  information,  with  15  of  the  16  companies  complying,  at  least  in  part,  by  the  July 
21'^  deadline. 

As  in  the  past,  the  vast  majority  of  company  revenues  come  from  gate-related  fees. 
Advertising  and  gasoline  sales  provide  other  limited  revenue.  Profitability  varies  from 
company  to  company  depending  upon  ownership  structure  (private,  public  or  driver 
cooperatives)  and  the  ability  to  control  expenses  in  the  areas  of  insurance  and  costs. 

The  taxi  industry  continues  to  show  increasing  overall  revenues  and  profitability. 
However,  this  improvement  in  the  industry's  climate  is  unevenly  distributed  across 
operating  companies:  generally  larger  companies  continue  to  be  profitable  while  smaller 
ones  report  less  profitability.^  All  companies  (5  of  16  reporting  companies)  that  reported 
net  income  losses  for  the  past  fiscal  year  were  small  companies.  Average  annual  gross 
income  per  medallion  (including  all  sources  of  revenues,  at  operating  companies  that 
reported  financials  to  the  Controller's  Office)  increased  substantially  in  2005  from  the 
previous  year:  from  $45,324  to  $54,990  -  an  increase  of  21 .33  percent. 

Of  the  16  operating  companies  that  reported  financial  data  for  2005,  5  (31.3  percent  of 
reporting  cprnpanies)  were  not  profitable.  The  proportion  of  unprofitable  companies  in 
past  years  has  been  higher:  34.5  percent  in  2004,  37.9  percent  in  2003,  37.5  percent  in 
2002,  and  38.9  percent  in  2001 . 

The  average  net  income  per  medallion  was  $11,520  in  2005,  compared  to  $9,639  in 
2004,  $7,153  in  2003,  $11,253  in  2002  and  $8,578  in  2001  for  companies  reporting 
financial  information — as  reported  and  not  otherwise  adjusted  for  ownership  structure 
differences.  If  we  adjust  for  ownership  differences,  the  average  net  income  per 
medallion  was  $2,592  in  2005,  compared  to  $2,891  in  2004,  $409  in  2003,  $1,680  in 
2002  and  $649  in  2001.  These  metrics  provide  evidence  that  overall  revenue  and 
profitability  continue  to  recover  generally,  which  is  consistent  with  our  observation  of  a 
recovering  economy  and  an  increased  use  of  most  forms  of  transit. 

Adjusted  net  profit  margins  averaged  5  percent  in  2005.  This  is  comparable  to  past 
years:  6  percent  in  2004,  1  percent  in  2003,  3  percent  in  2002,  and  1  percent  in  2001. 
This  suggests  that  net  profitability  is  improving  on  the  average  for  the  industry — with  the 
caveat  that  smaller  companies  continue  to  struggle  disproportionately.'* 


^  This  information  was  presented  in  the  August  2006  report  and  has  not  been  updated, 

^  On  a  related,  cautionary  note,  because  of  the  uneven  distribution  of  profitability  in  the  industry,  it  would  be  difficult  to 
make  overall  financial  capacity  assumptions  concerning  the  ability  for  operating  companies  to  contnbute  to  taxi  driver 
health  insurance  costs,  absent  further  increases  to  the  gate  cap. 

^  The  summary  data  contains  financial  information  both  'as  reported'  as  well  as  'adjusted'  for  ownership  structure 
differences.  This  is  necessary  because  taxi-operating  companies  in  San  Francisco  conduct  business  under  venous 
ownership  structures,  including  cooperatives,  corporations  and  sole  proprietorships.  Adjustments  related  to  operating 
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The  financial  results  summarized  are  weighted  averages  of  all  companies  in  the 
industry  that  reported  financial  data  to  the  Controller's  Office.  Larger  companies  (those 
with  more  medallions)  have  a  greater  impact  on  the  calculated  averages  than  do 
smaller  companies.  The  data  show  increasingly  improving  financial  health  for  the 
industry,  on  average.  This  is  consistent  with  the  improving  demand  conditions 
described  earlier. 

Table  I:  Operating  Company  Performance  and  Industry  Statistics 


2005 

2004 

2003 

2002 

2001 

Average 

Total 

Total 

Total 

Total 

Total 

#  of  Operating  Medallions 

1,381 

1,381 

1,381 

1,381 

1,381 

1,381 

#  of  Operating  Medallions  Reporting 

1,159 

1,070 

1,370 

1,371 

819 

1,166 

%  of  Reporting 

84% 

77% 

99% 

99% 

59% 

84% 

Statistics  -  As  Reported  by  Operating 

Companies 

Net  Profit/(Loss)  IVlargin  (GR) 

20% 

21% 

21% 

16% 

21% 

19% 

Return  on  Total  Assets 

36% 

43% 

39% 

33% 

34% 

31% 

Return  on  Average  Equity 

77% 

102% 

101% 

67% 

55% 

58% 

Gross  Revenue  per  permit 

$48,748 

$54,990 

$45,324 

$44,009 

$53,984 

$45,434 

Net  lncome/{Loss)  per  permit 

$9,628 

$11,520 

$9,639 

$7,153 

$11,253 

$8,578 

#  of  Profitable  Companies 

13 

11 

19 

18 

5 

11 

#  of  Unprofitable  Companies 

7 

5 

10 

11 

3 

7 

%  Unprofitable 

36.0% 

31.3% 

34.5% 

37.9% 

37.5% 

38.9% 

Total  #  of  Companies  Reporting 

20 

16 

29 

29 

8 

18 

No.  of  Medallions  -  Profitable 

875 

973 

1003 

1003 

631 

764 

No.  of  Medallions  -  Unprofitable 

284 

97 

367 

368 

188 

402 

%  Unprofitable 

24.5% 

9.7% 

26.8% 

26.8% 

23.0% 

34.5% 

Statistics  -  With  Estimated  Medallion 

Lease  Costs  for  Cooperatives 

Net  Profit/(Loss)  Margin  (GR) 

3% 

5% 

6% 

1% 

3% 

1% 

Return  on  Total  Assets 

6% 

10% 

12% 

2% 

5% 

2% 

Return  on  Average  Equity 

14% 

.  23% 

30% 

4% 

8% 

4% 

Gross  Revenue  per  permit 

$48,748 

$54,990 

$45,324 

$44,009 

$53,984 

$45,434 

Net  lncome/(Loss)  per  permit 

$1,644 

$2,592 

$2,891 

$409 

$1,680 

$649 

#  of  Profitable  Companies 

13 

10 

19 

18 

5 

11 

#  of  Unprofitable  Companies 

7 

6 

10 

11 

3 

7 

%  Unprofitable 

37.0% 

37.5% 

34.5% 

37.9% 

37.5% 

38.9% 

Total  #  of  Companies  Reporting 

20 

16 

29 

29 

8 

18 

No.  of  Medallions  -  Profitable 

853 

864 

1003 

1003 

631 

764 

No.  of  Medallions  -  Unprofitable 

306 

206 

367 

368 

188 

402 

%  Unprofitable 

26.4% 

19.3%  . 

26.8% 

26.8% 

23.0% 

34.5% 

companies  organized  as  cooperatives  is  particularly  helpful  because  their  members  (dividend-eligible,  medallion 
holders)  are  effectively  stockholders  or  partners  in  the  company  and  receive  residual  company  profits  in  the  form  of 
dividends  in  lieu  of  receiving  monthly  medallion  fee  income.  After  adjusting  for  cooperative  ownership  structure 
differences,  the  overall  profitability  of  the  industry  is  low^er  than  the  data  directly  reported  by  operating  companies, 
though  industry-operating  improvement  continues  to  be  present. 
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IV  -  POLICY  IMPLICATIONS 


Driver  Income/Expense  Comparison 

As  illustrated  in  Table  J,  increasing  the  supply  of  medallions  by  50  will  adversely  impact 
revenues  per  shift  by  approximately  -3.62  percent.  This  translates  to  a  decrease  in  net 
income  per  shift  for  a  taxi  driver  of  a  typical  shift  by  approximately  -7.92  percent  under 
current  market  demand  conditions,  or  an  average  loss  per  fare  of  $0.58. 

The  table  also  shows  how  the  recommended  $0.05  increase  in  the  mileage  fee  raises 
the  average  five  mile,  five  minute  wait  fare  from  $16.15  to  $17.35 — a  7.4  percent 
increase.  This  recommendation  fulfills  the  Police  Code  requirement  to  maintain  the 
income  of  drivers. 

Table  J:  Medallion  Increase  Impact  on  Taxi  Driver  Income 


Effect  of  Medallion  Increase 

Status  Quo 
As  of  November  1, 

Assuming  Demand  Constant 

f\s  OI  cnecuve 
Date  of  Medallion     Change     %  Change 

Increasing  Mileage 
Fee  by  $0.05 

Impad  of 

on  Taxi  Driver  Income 

Base  Year  2D0E 
2000         per  Resolution 
#  6054)6 

Controller's 
Recommended 
Adjustments 

Increases 

Taxi  Driver  Revenues  ($  Per  Shift,  unless 
otherwise  stated) 

Average  Number  of  Fares 

15  15 

15 
$16.15 

Estimated  Average  Fare  ($  per  trip)  [1  ] 

$14.10  $16.15 

Estimated  Impact  on  Revenue  Per  Shift 

($8.77) 

($8.77) 

of  Medallion  Increase  [21 

Total  Revenues  per  Shift 

$211.50  $242.25 

$233.48          (8.77)  J.621% 

$251.48 

Taxi  Driver  Costs  ($  Per  Shift,  unless  otherwise 
stated) 

Total  Mileage  [1]  - 

Fuel  Economy  (mpg) 

Assumed  Fuel  Use  (gallons) 

Average  Price  of  Gasoline  [3] 

Price  of  Fuel  per  10-hour  Shift 
Gate  Fee 

120.00  120.00 

15.00  15.00 

12.00  12.00 

$1.81  $3.33 

$21.72  $39.96 
$83.50  $91.50 

120  00 
15.00 
12.00 

S3.33         $0.00  0.00% 

$39  96          $0  00     0  00% 
$91.50          $0  00      0  00% 

120  00 

15  00 

1200 

$3  33 

S39  96 
$91  50 

Total  Cost  per  Shift 

Gas  as  %  of  Estimated  Total  Cost 

Average  Cost  per  Fare 
%  of  Total  Fare 

$105.22  $131.46 

20.6%  30.4% 
$7.01                    $8  76 
49.7%                  54  3% 

$131.46          $0  00      0  00% 

30  4% 

$8  76          $0  00      0  00% 

54  3% 

$131.46 

30  4% 

$8  7B 
50  5% 

Total  Earnings  per  Shift 

Average  Earnings  per  Fare 
%  of  Total  Fare 

$106.28  $110.79 

$7.09  $7.39 
50.3%  45,7% 

$102.02         ($8  77)    -7  92% 

$5  80  (^'']$a5lV'^f92%^ 
42  1%^  ^ 

$170.02 

$600 
46  1% 

[1  ]  Average  fare  assumed  at  5  miles  W\\h  5  minutes  wait  time. 

[2]  The  increase  in  medallions  directly  reduces  the  available  fares  per  driver  by  a  factor  of  3  6%  or  50/1381 
[3]  US  Departnnent  of  Energy  Weekly  Survey  of  San  Francisco  Market.  All  Formulations. 

$1 .81  is  the  average  retail  price  as  of  December  31 ,  2000. 

$3.33  is  the  average  retail  price  as  of  April  7,  2007. 
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Adjustment  of  Fares  and  Fees  to  Maintain  the  Income  of  Drivers 

To  maintain  driver's  income  requires  an  upward  adjustment  of  $0.03  per  1/5tli  of  one 
mile,  while  holding  all  factors  constant.  However,  we  recommend  increasing  the 
mileage  fee  by  $0.05,  from  $0.45  to  $0.50.  There  are  two  reasons  for  this 
recommendation: 

1.  A  $0.03  increase  in  the  mileage  fee  is  impractical  administratively  given  metering 
technology  and  transaction  considerations. 

2.  Resolution  #605-06  raised  the  gate  fees  from  a  base  of  $85.00  to  $91.50  to 
largely  adjust  them  for  inflation.  The  legislation  thereby  increased  drivers'  costs 
without  increasing  mileage  and  wait  fares  to  equalize  drivers'  revenues  to  this 
increase  in  costs.  In  addition,  earlier  Controller  recommendations  to  increase 
mileage  and  wait  fees  to  maintain  driver's  incomes  relative  to  inflation  were  not 
implemented  by  Resolution  #605-06. 


Adiustment  of  Fares  and  Fees  to  Maintain  the  Income  of  Color  Scheme  Permit 
Holders 

To  maintain  permit  holders'  income  requires  no  adjustment  to  the  cap  on  gate  fees  at 
this  time. 

1 .  Partial  inflation  adjustments  have  been  undertaken  as  of  November  1 ,  2006. 

2.  While  it  is  conceivable  that  operating  costs  of  companies  might  increase  by  as 
much  as  3.6  percent  as  a  result  of  increasing  medallions  in  circulation  by  this 
proportion,  the  gate  fees  charged  by  the  color  schemes  will  increase  along  with 
the  increase  in  medallions. 

Therefore,  the  Controller  recommends  leaving  the  cap  on  gate  fees  unchanged  so  as  to 
maintain  the  income  of  companies.  However,  policy  makers  may  wish  to  consider 
additional  inflationary  increases,  especially  if  healthcare  benefits  are  provided. 
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V  -  SUMMARY  OF  TAXI  INDUSTRY  REPORTS 
Previously  Issued  Reports  by  the  Controller 

Over  the  past  few  years  and  often  at  the  request  and  direction  of  the  Board  of 
Supervisors  (see  Ordinance  #228-02);  the  Controller  completed  a  number  of  taxi 
industry  studies.  In  some  cases,  these  reports  were  completed  in  coordination  with  the 
Taxi  Commission.  A  summary  of  previously  issued  reports  over  the  last  few  years 
include: 

>  Issuance  of  Medallions  Related  to  Supply  &  Demand  (March  2003)  - 
at  the  request  of  Supervisor  Ammiano,  the  Controller  developed  a  policy 
model  in  which  key  economic  demands  involving  the  local  population  and 
the  business  and  tourist  segments  can  be  compared  to  the  supply  of 
taxicabs. 

>  Health  Benefits  for  San  Francisco  Taxi  Drivers  (October  2003)  -  this 
study  identified  and  developed  health  plan  alternatives,  funding  sources 
and  implementation  issues  necessary  to  enact  a  health  benefits  program 
for  taxi  drivers.  We  found  that  health  benefits  could  be  provided. 

>  Long  Term  Lease  Report  (October  2003)  -  this  report  outlined  the 
nature  and  extent  of  long-term  leases  impacting  the  industry.  It  describes 
how  long  term  arrangements,  are  used  in  various  company/medallion- 
holder/driver  relationships  and  how  the  city  could  regulate  this  type  of 
arrangement. 

>  Taxi  Driver  Survey  (April  2004)  -  this  survey  of  all  drivers  was 
conducted  by  the  Taxi  Commission  with  the  assistance  of  the  Controller. 
With  this  information,  the  City  quantified  issues  including  driver  need  for 
health  insurance  and  the  frequency  and  type  of  long-term  leases. 

>  Rates  of  Fares  and  Gate  Fees  (December  2005)  -  this  report  provided 
the  Taxicab  Commission  and  the  Board  of  Supervisors  with  findings  and 
policy  suggestions  to  improve  the  economic  wellness  of  the  Taxicab 
Industry.  The  findings  of  this  report  have  been  updated  herein. 

>  2005  Taxi  Commission  Survey  Report  (February  2006)  -  City  Services 
Auditor  of  the  Controller's  Office  surveyed  residents  in  three 
neighborhoods  (Castro  and  Noe  Valley,  Bayview/Hunter's  Point  and 
Outer  Richmond  and  Seacliff)  about  their  use  of  taxicabs,  including  the 
length  of  time  waiting  for  taxi  service. 
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>  2006  Taxicab  Industry  Report  (August  2006)  -  The  Controller  made 
recommendations  to  the  Board  of  Supervisors  regarding  the  adjustment 
of  industry  fees  and  fares  so  as  to  comply  with  Police  Code  Section  1 137 
requirements. 

Other  Previously  issued  Reports 

In  addition  to  reports  issued  by  the  Controller's  Office,  some  additional  industry- 
relevant  reports  have  been  issued  including: 

>  Establishing  a  San  Francisco  Taxi  Driver  Health  Care  Coverage 
Program  -  Administration,  Cost,  and  Funding  Options  (March  2006) 
issued  by  the  Department  of  Public  Health  and  the  San  Francisco  Health 
Plan.  This  report  included  findings  that: 

•  "every  driver  can  get  health  insurance,  but  only  if  the  various 
stakeholders  in  the  taxi  industry  are  each  willing  to  contribute 
something  to  reach  this  goal",  and 

•  "San  Francisco  can  create  another  first-in-the-nation  health 
coverage  model  by  providing  insurance  to  our  hard-working  taxi 
drivers." 


>  The  San  Francisco  Taxicab  Industry:  An  Equity  Analysis  (June  2006) 
issued  by  the  Goldman  School  of  Public  Policy  at  the  University  of 
California  at  Berkeley.  This  report  addressed  the  transferability  of 
medallions  and  provided  potential  alternatives  to  increasingly  ensure 
equity  among  various  taxi  industry  stakeholders. 

>  Public  Convenience  &  Necessity  Report  (February  2007)  issued  by  the 
Taxi  Commission,  City  and  County  of  San  Francisco.  The  report  made 
conclusions  about  dispatch  service,  availability  of  flag  down  service,  SFO, 
hotel  stands  and  demand  for  taxis  in  San  Francisco.  The  research  was 
conducted  for  the  annual  Public  Convenience  and  Necessity  Hearing  to 
determine  the  adequacy  of  the  total  amount  of  medallions. 

>  Taxi  Driver  Health  Care:  Policy  Recommendations  (March  2007) 
issued  by  the  Taxi  Drivers'  Health  Care  Working  Group.  The  report 
concluded  that  providing  health  benefits  to  drivers  is  possible,  but  only 
with  all  possible  stakeholders  (drivers,  medallion  holders,  color  schemes, 
the  riding  public  and  the  City  and  County  of  San  Francisco)  contributing  to 
pay  for  the  plan.  The  Group  recommends  working  with  a  third-party 
administrator  which  can  provide  a  menu  of  options,  and  funding  at  a 
moderately  low  cost  option.  The  Group  recommended  against  providing 
coverage  through  the  San  Francisco  Health  Plan. 
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